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AUTOMOBILE DEALER’S DAY IN COURT 


June 4, 1956.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[То ассотрапу 5. 3879] 


The Committee on the Judiciary, to which was referred the bill 
(S. 3879) to supplement the antitrust laws of the United States, m 
order to balance the power now heavily weighted in favor of automo- 
bile manufacturers, by enabling franchise automobile dealers to bring 
suit in the district courts of the United States to recover twofold 
damages sustained by reason of the failure of automobile manufac- 
turers to act in good faith in complying with the terms of franchises 
or in terminating or not renewing franchises with their dealers, having 
considered the same, reports favorably thereon and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The bill has been properly characterized as ‘a day in court” bill, 
as it is intended to permit franchised automobile dealers to file suit 
in Federal courts and recover twofold damages resulting from the 
failure of the automobile manufacturer to act in good faith in comply- 
ing with or performing the terms of the franchise, or in terminating 
or not renewing the franchise. This legislation has several purposes. 
It creates causes of action where none previously existed. It affirm- 
atively imposes a duty of good faith in certain situations upon the 
manufacturer in addition to any obligations existing under the 
franchise. It permits a review by the courts of disputes between 
factory and dealer where the issue will be the good faith of the factory 
in complying with or in terminating or not renewing the franchise. 
This right to court review will exist irrespective of current franchise 
provisions to the contrary. 
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REASONS FOR BILL 


During the hearings before the Subcommittee on Antitrust and 
Monopoly, which began in November 1955, considerable testimony 
was presented by automobile dealers holding franchises with the Gen- 
eral Motors Corp. In addition, information was obtained from other 
sources bearing upon the relationship between automobile manufac- 
turers and their dealers. The evidence obtained indicated that great 
pressure had been exerted, at least by the dominant automobile manu- 
facturers, upon dealers to accept automobiles, parts, accessories, and 
supplies which they did not need, did not want, or did not feel their 
market was able to absorb. Many dealer witnesses asserted that while 
they were ostensibly independent businessmen, the factory dominated 
pony controlled almost every phase of their operations at all times. 
The conflict in interest between factory and dealer is a conflict be- 
tween -parties of totally unequal economic power. Automobile pro- 
duction is one of the most highly concentrated industries in the United 
States, a matter of grave concern to officers of the Government charged 
with enforcement of the antitrust laws. Today there exist only 5 
passenger-car manufacturers, 3 of which produce in excess of 95 per- 
cent of all passenger cars sold in the United States. There are approx- 
imately 40,000 franchised automobile dealers distributing to the public 
cars produced by these manufacturers. Dealers have an average in- 
vestment of about $100,000. This vast disparity in economic power 
and bargaining strength has enabled the factory to determine arbi- 
trarily the rules by which the two parties conduct their business affairs. 
These rules are incorporated in the sales agreement or franchise which 
the manufacturer has prepared for the dealer’s signature. 

Dealers are with few exceptions completely dependent on the 
manufacturer for their supply of cars. When the dealer has invested 
to the extent required to secure a franchise, he becomes in a real sense 
the economic captive of his manufacturer. The substantial invest- 
ment of his own personal funds by the dealer in the business, the in- 
ability to convert easily the facilities to other uses, the dependence 
upon a single manufacturer for supply of automobiles, and the diffi- 
culty of obtaining a franchise from another manufacturer all contribute 
toward making the dealer an easy prey for domination by the factory. 
On the other hand, from the standpoint of the automobile manufac- 
turer, any single dealer is expendable. The faults of the factory- 
dealer system are directly attributable to the superior market position 
of the manufacturer. This economic strength manifests itself in two 
principal ways: 

(1) Control and supervision of the dealer’s business. 
(2) Power to terminate or to refuse to renew the dealer’: 
franchise. 


The threat of termination which the manufacturer holds over the 
dealer once the dealer commits himself to the requirements for entry 
into the industry permits the manufacturer to contro] the dealer and 
his operation. ‘The dealer accepts this relationship in the expectation 
that it will be profitable. He later can reconsider his decision only 
with the knowledge that his business is specialized in nature and his 
capital not readily transferable to alternative uses. The threat of 
termination, therefore, makes him a pliable tool. 
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THE AUTOMOBILE FRANCHISE 


Historically the automobile-dealer franchises have been drawn by 
the manufacturer in such a way as to give him maximuni control over 
the operation and management of the dealer’s business without assum- 
ing any obligation therefor. Because of his superior bargaining 
strength, the manufacturer, in negotiating with individual dealers, 
has been able to obtain agreements which, while bilatcral in form, 
have been unilateral in fact. They are desizned to give maximum 
legal and economic protection to the manufacturer’s interests. They 
do not represent the free will of both parties, as do ordinary contracts. 
Since at any given time a dealer is economically committed to a single 
manufacturer, he has no practical choice but to accept any terms the 
manufacturer imposes. These franchises, or selling agreements as 
characterized by the manufacturer, are not designed to create legal 
rights based upon reasonable expectations, as are most private con- 
tracts. Their primary purpose is not to commit a part of the freedom 
of both parties, but to give one party, the manufacturer, economic 
control over the other, the dealer, without any legal accountability for 
the exercise of that control. 

In various ways the manufacturers have suceceded in inserting 
clauses in the franchises to exempt them from all legal liability to their 
dealers. Provisions were included in the franchices exempting the 
manufacturer from liability to dealers for nonperformance. Other 
clauses stipulated that dealers were not agents and expressly dis- 
claimed responsibility by the factory for the action of the dealer. 
Close examination of the franchises indicates that in fact the relation- 
ship of principal and agent may exist, despite this disclaimer. Thus, 
the factory enjoys all the privileges which accompany control of an 
agent without assuming any corresponding responsibility. 

While franchises among manufacturers differ and have been the 
subject of various changes over the years, they have generally provided 
for termination by either party without cause, or at will, or for causes 
determinable solely by the manufacturer. In other instances, as in 
the recent case of General Motors, the franchise existed for a very 
brief period of time. These short-term franchises left the dealers 
completely dependent upon the whim of the manufacturer for renewal. 
пав seeking redress for grievances under these franchises found 
themselves effectively foreclosed in attempting to bring suit upon the 
franchises. The terms of this one-sided document compelled the 
courts to conclude that, however inequitable the consequences, the 
dealer executing such a franchise had, for all practical purposes, 
surrendered his right to litigate his grievance. This has been the 
prevailing view of courts, both Federal and State, in passing upon 
suits filed by dealers under the franchises. Representative of the 
thinking of the courts is the decision in Ford Motor Company v. 
Kirkmyer Motor Co. (65 F. 2d 1001, (C. C. A. 4, 1933)), where the 
court stated: 


While there is a natural impulse to be impatient with a 
form of contract which places the comparatively helpless 
dealer at the mercy of the manufacturer, we cannot make 
contracts for parties or protect them from the provisions of 
contracts which have been made for themselves. Dealers 
doubtless accept these one-sided contracts because they think 
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that the right to deal in the product of the manufacturer, 
even on his terms, is valuable to them; but after they have 
made such contracts, relying upon the good faith of the 
manufacturer for the protection which the contracts do not 
give they cannot, when they get into trouble, expect the 
courts to place in the contract the protection which they 
themselves have failed to insert. 








In commenting upon the nature of the selling agreement, the court 
in S. B. McMaster v. Ford Motor Co., (3 F. 2d 469-473 (E. D., S. C., 
1925)), stated as follows 

* * * they are entirely within their rights in so framing 

their contract to carry out their intention. The intentions 

of the parties in the рта of any grounds of public policy 

must prevail, and their intention must be gathered from the 
terms of the contract itself. 
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EXPLANATION 










aS This bill attempts to counterbalance the power now enjoyed by 
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re the automobile manufacturer by guaranteeing the dealer the right to a 
Ot day in court. It imposes пров the factory the affirmative ол 
09 to act in “good faith” in all dealings or transactions with its dealers. 
| The duty of good faith imposes an obligation upon the factory, its 
k officers, employees, and agents to act in such a way that the dealer 
ef will not be subject to coercion or intimidation. It requires the factory 
№ to be fair and equitable and not to exercise its power in an arbitrary 
pn and capricious manner. The bill provides that a dealer may bring suit 
а in any district court in the United States where the manufacturer 
9 resides or is found and, without respect to the amount in controversy, 
ae shall recover twice the damages sustained by reason of failure of the 
Ц manufacturer to act in good faith (1) in performing or complying with 
cy any of the terms or provisions of the franchise, or (2) in terminating, 






canceling, or not renewing the franchise with said dealer. 
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THE “GOOD FAITH” CONCEPT 
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Сул ли , 
Ly Ordinarily at law, buyers and sellers deal with each other at arm’s 
ja length. Courts will measure the responsibilities of such parties in 
= the terms of the contract entered into between them. Unless the rela- 
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а tionship between the parties involves duties which are fiduciary in 
character, the courts will not impose upon the parties a duly of good 
faith. In the absence of fraud, duress or mistake, courts will enforce 
the bargain as made, however harsh or inequitable the result. 
However, it has been held that a fiduciary relationship exists in 
every case ‘where, in fact, trust and confidence are reposed by one 
person in another who, as a result thereof, gains influence and superior- 
ity over the other. In such situations, there i is a duty on the dominant 
party to show good faith (19 Cornell L. Quar. 603, 1934). While such 
relationship seems to characterize the dealings between manufactur- 
ers and car dealers, nevertheless courts have been loath to require a 
duty of good faith on the part of the manufacturer. As the court said 
in Bushwick-Decaiur Motors, Inc. v. Ford (116 F. 2d 675 (C. A. A. 2, 
1940)): 
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With a power of termination at will so unmistakably ex- 
pressed, we certainly cannot assert that a limitation of good 
faith was anything the parties had in mind. Such a limita- 
tion could be read into the agreement only as an overruling 
requirement of public policy. This seems to be an extreme 
step for judges to take. 


In the early days of the automobile industry, courts read into the 
dealer franchises an obligation of fair performance on the part of the 
manufacturer. Dealers who were unfairly or arbitrarily treated fre- 
quently were able to obtain legal redress. 

In a Michigan case decided in 1918, Holton v. Monarch Motor Car 
Co. (168 NW 539), the court ruled that the rights under the cancella- 
tion clause permitting the manufacturer to terminate if “in its opin- 
ion” the dealer was unable to perform, could be exercised only in 
“good faith.” The court held that good faith under these circum- 
stances was a question for the jury. In other cases, the courts viewed 
the relationship between factory and dealer as requiring a duty of good 
faith by the manufacturer and submitted this question to the jury. 

The economic facts underlying the relationship between manu- 
facturer and dealer justify the imposition upon the factory of duties of 
a fiduciary or quasi-fiduciary character. The average dealer has 
effectively committed himself to one manufacturer through his very 
substantial investment, which in most cases represents his lifetime 
earnings. ‘This investment is not easily convertible into other uses. 
Representations have usually been made to the dealer which indicate 
that the relationship is intended to continue for many years. Since 
the dealer has little if any legal security in the franchise, he is obviously 
imposing a high degree of trust and confidence in his manufacturer. 
The hearings have shown that the manufacturer in fact exercises 
very complete control over the operation of the dealer’s business. 
Under these circumstances, it seems reasonable that the law should 
impose upon the dominant party, the manufacturer, duties of a 
fiduciary character. Automobile manufacturers have frequently 
stated that the relationship is one of great trust and confidence. It 
is scarcely conceivable that they would dispute their duty to act in 
good faith in their relations with their dealers. 


SCOPE OF ACTIONS UNDER THIS BILL 


This bill does not prohibit the manufacturer from terminating or 
refusing to renew the franchise of a dealer who is not providing the 
manufacturer with adequate representation. It simply provides that 
upon termination or nonrenewal, a dealer will be able to request a 
court to review the reasons for such termination or nonrenewal and 
to try the issue whether the factory acted in good faith. 

The principal grievance of the dealer has been his inability to obtain 
an impartial review on the merits of the dispute which led to termina- 
tion or nonrenewal of the franchise. This bill would remedy this 
situation by permitting court review of such disputes despite con- 
tractual provisions for termination at will or without cause, or for 
causes determinable solely by the manufacturer. The issue in such 
cases would be whether the factory had acted in good faith in the light 
of all the dealer’s equities. As in all actions under this bill, the 
dealer would have the burden of showing absence of good faith by the 
manufacturer, 
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A wholly new right of action is created by this bill in enabling a 
dealer to bring suit to test the good faith of a manufacturer who 
refuses to renew at the expiration of the term of the franchise. The 
bill would not permanently bind a manufacturer to his dealer. The 
dealer in case of nonrenewal has no right to require continuance of 
the relationship. He merely has a right to damages if the factory 
failed to act.in good faith in refusing to renew the franchise. Again, 
the economic facts of the factory-dealer relationship justify the right 
to court review testing the good faith of the manufacturer in not 
renewing at the expiration of the term. 

Recent developments in connection with the automobile-dealer 
franchise indicate a willingness on the part of the manufacturer to 
create an enforceable bilateral contract. However, experience has 
indicated that where there exists a disproportion of power between 
two bargaining groups, the rights of the weaker party must be pro- 
tected by law and should not depend upon the whim of the stronger. 
What the manufacturer grants today he may take away tomorrow. 
If the mounting pressure for reform of the franchise results in a bind- 
ing contract actionable by the dealer and containing objective stand- 
ards for measuring a dealer’s performance, substantial progress will 
have been accomplished in achieving justice for the dealer. Where 
such contracts exist between the parties, a suit brought by the dealer 
under this bill would likewise test the good faith of the manufacturer, 
but, an essential element in determining the factory’s good faith would 
be the performance by the dealer of his obligations under the contract. 

While arbitrary termination and nonrenewal are the chief abuses 
at which the bill is aimed, failure of the factory to exercise good faith 
in performing or complying with the provisions of the franchise are 
also actionable by the dealer during the life of the franchise. It is 
expected that the courts will be equally zealous in requiring good 
faith of the manufacturer under provisions of the franchise vital to the 
dealer's livelihood, such as his ability to obtain delivery of the type 
and volume of cars ordered. 

The bill’s provision for twofold damages serves a dual purpose. 
Primarily, it is intended to serve as an effective deterrent to the exer- 
cise of the manufacturer’s power in an arbitrary and capricious manner. 
In view of the vast economic resources of the manufacturer, simple 
damages are believed to be inadequate in holding the manufacturer 
strictly to a duty to act in good faith. Secondly, this will provide 
encouragement for the dealer to litigate a just claim in the face of the 
manufacturer’s enormously superior power and the difficulties of proof 
inherent in the nature of such a case, 

Intracompany procedures have been established by various automo- 
bile manufacturers for the purpose of reviewing dealer grievances. 
These extrajudicial remedies were instituted by the manufacturers 
in an effort to provide dealers with a tribunal for hearing their griev- 
ances. However, the General Motors hearings revealed the obvious 
difficulty of obtaining an impartial decision of a dealer’s case on the 
merits from a board appointed and paid by and accountable to the 
manufacturer. However laudable such measures may be in principle, 
they are further evidence of the great power of the manufacturer who 
attempts to dispense justice to the dealers in his own fashion. Only 
in a court of law where, like any other American citizen, he may enjoy 
his “day in court,” can the dealer be assured of adequate protection 
of his rights. O 
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BATH CONGRESS | ЗЕМАТЕ REPORT 
2d Session No. 2087 


AMENDING THE UNIVERSAL MILITARY TRAINING AND 
SERVICE ACT TO AUTHORIZE JURISDICTION IN THE 
FEDERAL COURTS IN CERTAIN REEMPLOYMENT CASES 


Mary 31 (legislative day, May 24), 1956—Ordered to be printed 


Mrs. Samira, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany S. 3307] 


The Committee on Armed Services, to whom was referred the bill 
(S. 3307) to amend section 9 (d) of the Universal Military Training 
and Service Act to authorize jurisdiction in the Federal courts in 
certain reemployment cases, having considered the same, report 
favorably thereon with an amendment and recommend tht the bill, as 
amended, do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 

That section 9 (d) of the Universal Military Training and Service Act, as 
amended, is amended by striking “or” immediately following ‘‘subsection (b)”’, 
inserting a comma in lieu thereof, striking the comma immediately following 
“subsection (c) (1)”’ and inserting in lieu thereof “ог subsection (g)”. 


“Sec. 2. The amendment made by the first section of this Act shall take effect 
as of June 19, 1951. 


EXPLANATION OF THE AMENDMENT 


The bill as introduced conceivably could have been interpreted 
to make section 9 (с) (2) of the Universal Military Training and Serv- 
ice Act enforceable in the Federal courts. Since this result was not 
intended, the amendment is somewhat less broad in that it extends 
Federal jurisdiction and the assistance of the United States attorney 
in the enforcement of the provisions contained in section 9 (g) of the 
Universal Military Training and Service Act. 

The amendment is also intended to make the bill retroactive to the 
date of the 1951 amendments to the Universal Military Training and 
Service Act. 


71006 





AMENDING MILITARY TRAINING AND SERVICE ACT 


LEGISLATIVE BACKGROUND 


The several provisions of law extending reemployment rights to 
the persons performing military duty have been approved over a period 
of years. Most of these provisions are now contained in section 9 of 
the Universal Military Training and Service Act. 

Persons inducted for 2 years of training and service are protected by 
sections 9 (b), 9 (c)(1), and 9 (d). Stated generally, these sections 
provide that a person who has served honorably and makes applica- 
tion for reemployment with 90 days after release from active duty 
shall be restored to his former position if still qualified, or to such other 
position that he is qualified to perform. He must not be discharged 
from the position without cause within 1 year after restoration. If 
a private employer fails to comply with these provisions, the district 
court of the United States for the district in which the employer main- 
tains his business has power to require compliance with these pro- 
visions and to require compensation of the person who should have 
been reinstated for any loss of wages or benefits suffered because of 
the employer’s unlawful action. 

Section 9 (g) (1), which applies to enlistees, and section 9 (g) (2), 
which applies to reservists performing extended active duty, afford 
similar protection by stating that persons affected by these sections 
shall be entitled upon release from service under honorable conditions 
to all the reemployment rights and other benefits provided by section 
9 for persons inducted into service. The нооча nt rights and 
other benefits apparently include the privilege of having the rights 
enforced in United States district courts, with the assistance of the 
United States attorney. 


By contrast, paragraph (3) of section 9 (g), which applies to ‘‘train- 
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ing duty reservists,” states merely that the persons covered shall, if 
they apply for reinstatement within 30 days following release, be 
reinstated in their positions without reduction in seniority, status, or 
pay except as such reduction may be made for all employees similarly 
situated. This paragraph as it is now written does not specifically 
afford the right of having the reemployment provisions enforced in a 
United States district court, nor does it state that the person covered 
will have all the reemployment rights and benefits provided by section 
9, which could accomplish the same result indirectly. ‘Training duty 
reservists, those covered by this paragraph, are reservists on active 
duty for training only, other than those reservists who are performing 
an initial period of 3 to 6 months of active duty for training after 
having enlisted in the Ready Reserve pursuant to the provisions of the 
Reserve Forces Act of 1955. The training duty reservist affected by 
this paragraph may be performing active duty for training of 2 or more 
weeks, weekend training, or training performed in any of the 48 drills 
required annually by the Reserve Forces Act of 1955. 
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INTERPRETATION BY THE COURTS 


A recent decision of the Federal District Court for the District of 
Colorado in the case of Christner v. Poudre Valley Cooperative (134 
F. Supp. 115) held that the court is without jurisdiction to enforce the 
leave-of-absence rights that training-duty reservists have under 
paragraph (3) of section 9 (g). The decision indicated that claimants 
under this paragraph should enjoy as a matter of fairness and prac- 
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ticality the benefits of Federal jurisdiction and the aid of the United 
States attorney in enforcing these rights, but that such rights are not 
clearly provided in the statute. Hence, training-duty reservists are in 
the position of having a right without a remedy, at least in the Federal 
courts, unless they could show that the matter in controversy ex- 
ceeds the sum of $3,000, exclusive of interest and costs. Rarely would 
one of these actions involve such an amount except for the remote 
possibility of punitive damages providing the requisite jurisdictional 
sum., 

WHAT THE 


BILL DOES 





The amended bill would make clear that the reemployment and leave- 
of-absence rights conferred by section 9 (g) of the Universal Military 
Training and Service Act are enforceable in the Federal courts. While 
it is believed that Federal jurisdiction already exists for any rights 
arising out of paragraphs (1) and (2) of section 9 (g), by virtue of the 
language “shall be entitled upon release from service under honorable 
conditions to all the reemployment rights and benefits provided for 
by this section,” the change would apply to these paragraphs in addi- 
tion to paragraph (3) of section 9 (g), where it is actually required, so 
as to remove any possible doubt of the availability of Federal jurisdic- 
tion to persons claiming under the other paragraphs. 


DEPARTMENTAL RECOMMENDATIONS 


The bill is favored by the Department of Labor and the Department 
of Defense. A letter dated March 16, 1956, from the Secretary of 
Labor and one dated May 29, 1956, from the Secretary of the Army 
are printed below and hereby made a part of this report. 

UNITED STATES DEPARTMENT OF LABOR, 

OFFICE OF THE SECRETARY, 
Washington, March 16, 1956. 
Hon. Ricard B. RUSSELL, 
Chairman, Committee on Armed Services, 
United States Senate, Washington 25, D. С. 

Dear Senaror Russere: This is with further reference to your 
request for my comments on S. 3307, a bill to amend section 9 (d) 
of the Universal Military Training and Service Act to authorize 
juriediction in the Federal courts in certain reemployment cases. 

The Universal Military Training and Service Act provides that 
employees covered by section 9 (g) (3) of the act (in the main, reservists 
called for training duty only) shall be granted a leave of absence by 
their employers for the purpose of being inducted into, entering, 
determining physical fitness to enter, or performing training duty in 
the Armed Forces. Upon their release from training duty or rejec- 
tion, and after making proper application, these employees are entitled 
to be reinstated in their positions. 

The existence of a clearly recognized remedy in the Federal courts 
under reemployment legislation is of vital importance in minimizing 
litigation and facilitating the administration and enforcement of this 
phase of the act. There is no question as to the availability of this 
remedy with respect to reemployment rights under section 9 (g) (1) 
and section 9 (g) (2) of the act, concerning inductees, enlistees and 
reservists on active duty. However, a recent decision of the Federal 
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District Court for the District of Colorado in the case of Christner v. 
Poudre Valley Cooperative (134 F. Supp. 115), held that the court is 
without jurisdiction to enforce section 9 (g) (3). An appeal from this 
decision is presently pending. Until this matter is finally resolved by 
the courts, however, reservists and rejectees covered by section 9 (g) 
(3) may, in many instances, find reemployment delayed or denied. 

S. 3307 would clarify and confirm the jursidiction of the Federal 
courts to enforce the reemployment rights granted by section 9 (g) (3). 
It would prevent hardship to trainees and rejectees who may be denied 
rights because of the Christner decision and would, in addition, guide 
employers who might incur liability through following that decision 
Accordingly, I strongly urge its enactment. 

The Bureau of the Budget advises that it has no objection to the 
submission of this report. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., May 29, 1956. 
Hon. Rıcmard B. RUSSELL, 
Chairman, Committee on Armed Services, 
United States Senate. 

Drar Mr. Caarrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to S. 3307, 84th Congress, a bill to amend section 9 (d) of the 
Universal Military Training and Service Act to authorize jurisdiction 
in the Federal courts in certain reemployment cases. 

The purpose of the bill is to amend section 9 (d) of the Universal 
Military Training and Service Act (62 Stat. 616), as amended (50 
U. S. Č. App. 459 (d)), to confer jurisdiction on Federal courts to 
enforce reemployment rights granted by section 9 (g) (3) of the Uni- 
versal Military Training and Service Act (62 Stat. 617), as amended 
(50 U. S. C. App. 459 (g) (3)), to certain employees who are relieved 
from duty or who have been rejected for military service. 

On July 13, 1955, the Federal District Court for the District of 
Colorado decided, in Christner v. Poudre Valley Corp. (134 F. Supp. 
115) that the court lacked jurisdiction to enforce section 9 (g) (3) of 
the cited act. The decision was based on the premise that jurisdiction 
conferred in section 9 (d) is not sufficiently broad to cover the rights 
conferred in section 9 (g) (3) and that section 9 (g) (3) does not confer 
jurisdiction upon the Federal courts to enforce the rights granted by 
that section. Although it is understood that this decision is now being 
appealed, it appears that, with some exceptions, employees covered 
by section 9 (g) (3) may be without enforceable mghts until this 
defect is remedied by legislation. 

Accordingly, the Department of the Army, on behalf of the Depart- 
ment of Defense, favors the purpose of the bill. The Department of 
the Army, on behalf of the Department of Defense, has previously 
recommended favorable consideration of similar legislation which was 
sponsored by the Department of Labor and introduced in the House 
of Representatives on February 28, 1956, as H. R. 9618. It would 
appear that the purpose of the two bills is identical. As the military 
departments are not charged with administration or enforcement of 
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the provisions of the Universal Military Training and Service Act 
which are affected by the mentioned bills, the Department of the Army, 
on behalf of the Department of Defense, respectfully refrains from 
commenting on the effect of the variation in language between the 
two bills. 

The enactment of this legislation will cause no apparent increase 
in the budgetary requirements for the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to 
the submission of this report to the Congress. 

Sincerely yours, 
WILBER М. Вкоскев, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, there is printed herewith in roman type existing law in 
which no change is proposed; existing law proposed to be omitted is 
enclosed in black brackets, and new matter is printed in italics: 
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REEMPLOYMENT 

DIO- D Ts 

+ ж + ` ж + * 

(d) In case any private employer fails or refuses to comply with 
the provisions of subsection (b) [or] subsection (c) (1)[[,] or subsee- 
tion (g) the district court of the United States for the district in which 
such private employer maintains a place of business shall have power, 
upon the filing of a motion, petition, or other appropriate pleading by 
the person entitled to the benefits of such provisions, specifically to 
require such employer to comply with such provisions and to com- 
pensate such person for any loss of wages or benefits suffered by reason 
of such employer’s unlawful action: Provided, That any such compen- 
sation shall be in addition to and shall not be deemed to diminish any 
of the benefits of such provisions. The court shall order speedy hear- 
ing in any such case and shall advance it on the calendar. Upon ap- 
plication to the United States district attorney or comparable official 
for the district in which such private employer maintains a place of 
business, by any person claiming to be entitled to the benefits of such 
provisions, such United States district attorney or official, if reason- 
ably satisfied that the person so applying is entitled to such benefits, 
shall appear and act as attorney for such person in the amicable adjust- 
ment of the claim or in the filing of any motion, petition, or other ap- 
propriate pleading and the prosecution thereof specifically to require 
such employer to comply with such provisions: Provided, That no fees 
or court costs shall be taxed against any person who may apply for 
such benefits: Provided further, That only the employer shall be 
deemed a necessary party respondent to any such action, 
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SATH CONGRESS | ЗЕМАТЕ 1 REPORT 
No. 2088 


2d Session 


PROVIDING THAT NO FEE SHALL BE CHARGED A 
VETERAN FOR FURNISHING HIM A COPY OF A CER- 
TIFICATE SHOWING HIS SERVICE 


May 31 (legislative day, May 24), 1956.—-Ordered to be printed 


Mrs. Ѕмітн, from the Committee on Armed Services, submitted the 
following 


REPORT 


[То accompany H. R. 6274] 


The Committee on Armed Services, to whom was referred the bill, 
H. R. 6274, to provide that no fee shall be charged a veteran dis- 
charged under honorable conditions for furnishing him or his next of 
kin or legal representative a copy of a certificate showing his service 
in the Armed Forces, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to permit veterans, who 
have been discharged or released from the armed services under honor- 
able conditions, as well as their next of kin or legal representatives, 
to receive without payment therefor a copy of a certificate of service 
in the Armed Forces. 

EXISTING PRACTICE 


The military departments have recently issued regulations under 
which honorably discharged veterans or their legal representatives 
сап Бе furnished without charge one copy of a certificate of service 
in the Armed Forces. Prior to these directives the military depart- 
ments had charged $1.50 for each copy of a certificate of service. 
This charge was made pursuant to a pany implemented by the 
Bureau of the Budget in Circular No. A-28, dated January 23, 1954, 
which in turn implemented the provisions of title V of the Independ- 
ent Offices Appropriation Act of 1952 which authorized the issuance 
of regulations which would provide a charge for any publications, 
reports, documents, or the like issued by Federal agencies, in order 
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NO FEE CHARGED A VETERAN FOR COPY OF HIS SERVICE 


that the Government would be reimbursed for the cost of furnishing 
the various reports and documents. 

Later, the Bureau of the Budget, on September 9, 1955, in a letter 
to the Assistant Secretary of Defense (Comptroller), advised that 
Circular No. A-28 recognized the special relationships of veterans 
to the Government and that the Department of Defense is authorized 
to give 1 free certificate in lieu of discharge or 1 free copy of other 
records to the veteran or his dependent making such a request. 
The recent directives referred to above were in response to the letter 
of September 9, 1955. 


DESIRABILITY OF THE LEGISLATION 





The authority contained in this bill does not limit the certificates 
which may be furnished without charge to 1 copy, even though there 
could be furnished only 1 copy at 1 time. The departmental directives 
implementing the Bureau of the Budget circular on the other hand 
limit the certificates which can be given without charge to one 
duplicate. 

The military authorities state that recent surveys have indicated 
that more than 90 percent of the requests which have been made 
for certificates are the initial requests on the part of the serviceman 
or his legal representative: ‘The expense and administrative burden 
involved in determining whether or not the requests of the servicemen 
are initial ones would be much greater than furnishing a second or 
possibly third copy in those few instances where the request is made. 

The authority contained in this legislation is similar to that con- 
tained in legislation introduced by Senator Smith of Maine in S. 2139. 


COST OF THE LEGISLATION 


The Defense Department advised that enactment of this legislation 
would not increase the budgetary requirements of the Department 
of Defense. 


DEPARTMENTAL DATA 


This legislation is supported by the Department of Defense as indi- 
cated by the letter printed below and hereby made a part of this 
report. 

Jury 7, 1955. 
Hon. CARL VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. Cuarrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 6225, H. R. 6274, and H. R. 6467, 84th Congress, bills 
to provide that no fee shall be charged a veteran for furnishing him a 
copy of his discharge or a copy of his certificate of service. The Secre- 
tary of Defense has delegated to the Department of the Army the 
responsibility for expressing the views of the Department of Defense 
thereon. 

The Department of the Army on behalf of the Department of De- 
fense favors the above-mentioned bills provided they are amended as 
stated below. 
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H. R. 6225 provides that no person who has been discharged or re- 
leased from the Army, Navy, Air Force, Marine Corps, or Coast 
Guard, under conditions other than dishonorable, shall be charged a 
fee for a copy of his discharge certificate or for a copy of a certificate 
showing his service in the Armed Forces. Except for the omission of 
the words, “under conditions other than dishonorable,’ H. R. 6274 
and H. R. 6467 are identical to H. R. 6225. 

The present policy of charging veterans a fee of $1.50 for each cer- 
tificate in lieu of lost discharge or certificate of service issued, was 
directed by the Secretary of Defense on February 1, 1955. This 
directive implemented Bureau of the Budget Circular No. A-28, 
dated January 23, 1954, which, in turn, implemented the provisions 
of title V, Independent Offices Appropriation Act, 1952 (Public Law 
137, 82d Cong.; 65 Stat. 290; 5 U. S. C. 140). In this connection, 
attention is invited to the following statement contained in House 
Report No. 680, 83d Congress, Ist session, page 17 (1953), on the 
Department of Defense Appropriation Act, 1954 (Public Law 179, 
83d Cong.; 67 Stat. 336): 

“The committee directs that the Army take immediate steps to 
establish a policy to implement the terms of title V, Public Law 137, 
82d Congress, which provides that a ‘fee charge, or price may be 
prescribed for any work, service, publication, report, document, bene- 
fit, etc.’ This is particularly desirable in connection with the issuance 
of duplicates of discharge certificates. Testimony indicated that 
approximately 200,000 such duplicates were issued in the course of 
a year, and that a fairly substantial number of employees were engaged 
in providing the service.” 

t is the opinion of the Department that the exemption of veterans 
from paying fees for copies of certificates in lieu of lost or destroyed 
discharge certificates or certificates or statements of service, or reports 
of separation would be highly desirable from a public-relations stand- 

oint. Since the imposition of fees for this service, the Department of 

efense has been subjected to considerable public criticism, and it is 
not believed that the relatively insignificant amount of money col- 
lected by the Government for supplying these certificates offsets the 
total damage to the Department’s prestige that is resulting from a con- 
tinuation of present procedures. 

The report. of separation issued to Armed Forces personnel, and 
furnished to individuals applying for a certificate in lieu of lost or 
destroyed discharge certificate, contains essential information as to 
the individual’s length and character of service and is required to be 
presented when the individual applies for veterans’ benefits. The 
original of this form, which is given to each service member at time of 
discharge, in many cases becomes illegible or torn through normal 
wear and tear, or lost through no fault of the holder thereof. A con- 
tributing factor to this situation is the fact that seven copies of the 
form, in addition to the original, are prepared for distribution to cer- 
tain Federal and State agencies having a need therefor. Conse- 
quently, lightweight paper is used for the form to facilitate its prepa- 
ration, but materially shortening its life. 

At the present time, the military services make provisions for the 
giving of five different types of discharge certificates under varying 
circumstances. Two of these, the honorable and general discharges, 
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are given under honorable circumstances. The remaining three, the 
bad conduct, the undesirable, and the dishonorable discharge are all 
given under conditions other than honorable. Servicemen receive a 
discharge certificate upon their complete separation from the service. 
Historically, however, duplicate copies of the discharge certificates are 
never furnished in the event of loss or destruction of the original in 
order to protect the dignity of the original discharge certificate. 
Instead, a certificate in lieu of lost or destroyed discharge certificate is 
given under the authority contained for the Army and Air Force in 
the Act of March 3, 1873 (17 Stat. 582; 5 U. S. С. 199). Similar 
authority exists for the Navy and Marine Corps. The bill, however, 
would require the Armed Forces to change this long-standing policy 
and furnish copies of the actual discharge certificates, a procedure 
which the Department would oppose. In addition, the language 
contained in line 5 of H. R. 6225 would permit those individuals who 
received discharges under other than honorable conditions as well as 
those who served under honorable conditions to receive copies of 
these certificates free of charge. Inasmuch as it is not believed that 
it is the intent of Congress that the privilege of receiving a copy of 
these certificates without cost should be extended to individuals who 
did not serve honorably in the Armed Forces, it is recommended that 
the bill be amended to prevent any such interpretation. Furthermore, 
inasmuch as copies of these certificates are requested largely by 
widows or other next of kin and legal representatives in the settlement 
of an estate or in connection with application for various claims, it is 
further recommended that H. R. 6225 be amended to expressly 
authorize such personnel to receive these documents free of charge 


inasmuch as the present wording would grant such privilege only to 
the veteran. These changes can be accomplished by deleting lines 
5, 6, and 7 of H. R. 6225 and substituting the following therefor: 
“under honorable conditions, or his next of kin or legal representative 
{for purposes of settlement of estates or application for claims,] shall 
be charged a fee for a copy of a certificate showing his service in the 


?) 


Armed Forces. 

Should H. R. 6225 be amended as recommended above, the Depart- 
ment of the Army on behalf of the Department of Defense would 
have no objection to its enactment. In addition, the Department 
would not be opposed to passage of either H. R. 6274 or H. R. 6467, 
provided that they were amended accordingly. 

Based on the number of requests for certificates in lieu of lost 
discharge or certificates of service received in the Department of the 
Army during February and March 1955, it is estimated that about 
60,000 requests for such certificates will be received in the Army 
during the current calendar year. However, no appreciable increase 
in the number of requests is anticipated should either H. R. 6225, 
H. R. 6274, or H. R. 6467, if amended, be enacted. It is estimated 
that approximately $90,000 in receipts would be lost to the Govern- 
ment annually on the basis of estimated revenue to be collected during 
fiscal year 1956 by the Department of the Army alone, if the pro- 
posed legislation were enacted. However, it is believed that at least 
40 pere ent of the estimated annual revenue w ould be offset by reduc- 
tion of administrative costs involved in receiving, accounting for, 
and effecting disposition of fees collected. 
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This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that the report be expe- 
dited, it is submitted without a determination by the Bureau of the 
Budget as to whether or not it conforms to the program of the Presi- 
dent. As soon as such advice is received it will be forwarded to your 
committee. 

Sincerely yours, 


Ковевт T. STEVENS, 
Secretary of the Army. 
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2d Session No. 2089 








AMENDING TITLE III OF THE ARMY AND AIR FORCE VITALIZATION 
AND RETIREMENT ACT TO PROVIDE THAT SERVICE AS ARMY 
FIELD CLERK SHALL BE COUNTED FOR PURPOSES OF RETIRE- 
MENT UNDER TITLE Il OF THAT ACT 





May 31 (legislative day, May 24), 1956.— Ordered to be printed 





Mrs. Smirn, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 5516] 


The Committee on Armed Services, to whom was referred the bill, 
H. R. 5516, to amend title Il] of the Army and Air Force Vitalization 
and Retirement Equalization Act of 1948 to provide that service as 
an Army field clerk, or as a field clerk, Quartermaster Corps, shall 
be counted for purposes of retirement under title IHI of that act, and 
for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to amend title III of 
Public Pay 810, 80th Congress, so as to permit service as an Army 
field clerk, or as a field clerk, Quartermaster Corps, to be counted for 
yurposes of'retirement under provisions of that act. In addition the 
pil provides that satisfactory Federal service will be creditable under 
that act in the case of warrant officers who perform classified field 
service under laws in effect prior to August 29, 1916. 


DESIRABILITY OF THE LEGISLATION 


Title ITI of Public Law 810 of the 80th Congress is commonly 
referred to as “the Reserve Retirement Act.” Under this law indi- 
viduals upon attaining age 60 are entitled to retired pay if they 
perform satisafactory Federal service for an aggregate of 20 years or 
more and possess certain other qualifications such as service in World 
War I or World War II. The legislation authorizes such retirement 
only if the Federal service is performed in the status of a commis- 
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sioned officer, warrant officer, flight officer or enlisted person in the 
Armed Forces of the United States, the United States Coast Guard, 
including the respective Reserve components and the federally 
recognized National Guard prior to 1933. 

Title III does not recognize service as a field clerk for the purpose of 
determining retirement eligibility. The duty of Army field clerk 
existed from August 29, 1916, when it was established, until April 26, 
1926. Pursuant to the 1926 legislation field clerks were authorized 
to be appointed warrant officers in the Army. ‘The Department of 
the Army has stated that these persons were considered to have 
military status even though they were not designated either as com- 
missioned officers or enlisted men. In addition service as a field clerk 
is already recognized under certain other statutes for the purpose of 
retirement, including the Warrant Officer Act of 1954, the statute 
relating to retirement for enlisted men, for certain individuals under 
the Career Compensation Act of 1949, and title II of Publie Law 810 
of the 80th Congress. 

Periods of classified field service as a headquarters clerk are 
presently recognized for warrant officers who are retired under the 
act of April 27, 1926. The authority of this legislation would recog- 
nize such service to these same individuals who are retired under 
title LIT of Public Law 810. 


COST OF LEGISLATION 


The Department of the Army advises that the cost of the proposed 
legislation has not been determined but that it is estimated to be 
minor, due to the small number of individuals who would be affected. 
In order to determine the number affected, thousands of individual 
records would require screening, and the cost of this process would 
probably exceed the amount of increased retired pay resulting from 
the enactment of the bill. 


DEPARTMENTAL DATA 


The legislation is supported by the Department of Defense as 
indicated by the letter printed below and hereby made a part of this 
record. 


JuLY 26, 1955. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. CyarrRMAN: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to H. R. 5516, 84th Congress, a bill to amend section 306 
of the Army and Air Force Vitalization and Retirement Equalization 
Act of 1948 to provide that service as an Army field clerk or as a 
field clerk, Quartermaster Corps, shall be counted for purposes of 
retirement under title IIL of that act. The Secretary of Defense has 
delegated to the Department of the Army the responsibility for 
expressing the views of the Department of Defense thereon. 

The Department of the Army on behalf of the Department of 
Defense has considered the above-mentioned bill. Subsection 302 (a) 
of the Army and Air Force Vitalization and Retirement Equalization 
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Act of 1948 (62 Stat. 1087) presently provides that any person shall, 
upon application, be granted retired pay under title III of that act 
upon reaching age 60 if he has performed satisfactory Federal service 
in the status of a commissioned officer, warrant officer, flight officer, 
or enlisted person in any of the Armed Forces of the United States 
and the United States Coast Guard, including their respective Reserve 
components, and the federally recognized National Guard prior to 
1933, has completed an aggregate of 20 or more years of satisfactory 
service in any or all of the “above-mentioned service s, and is qualified 
under certain other provisions relating to his Reserve status. It will 
be noted from the foregoing that the terms ‘Army field clerk’? and 
“field clerk, Quartermaster С orps” are not included among the terms 
prescribing the status in which an individual must have serv ved in order 
to be eligible for retired pay under title LII of the act and, therefore, 
such service may not be included in the computation of retired pay 
under that title. On the other hand, the act of April 26, 1926 (44 
Stat. 328), which authorized the appointment of Army field clerks 
and field clerks, Quartermaster Corps, then in active service, as 
warrant officers, credited such individuals, in determining length of 
service for longevity pay and retirement, with service as Army field 
clerks and field clerks, Quartermaster Corps and all classified field 
service rendered as headquarters clerks and clerks of the Quarter- 
master Corps under laws in effect prior to August 29, 1916.  Further- 
more, under the provisions of the Career Compensation Act of 1949, 
certain members of the uniformed services, retired prior to October 1, 
1949 by reason of physical disability and for reasons other than 
physical disability, may include service as Army field clerks and field 
clerks, Quartermaster Corps in the computation of retired pay. There 
is also a legislative proposal currently under study in the Department 
of Defense which would provide that classified field service as an 
Army headquarters clerk or as a clerk of the Army Quartermaster 
Corps under laws in effect prior to August 29, 1916 may be included 
as active service in the computation of retired pay for warrant officers 
retired prior to October 1, 1949. In view of these facts, the Depart- 
ment of the Army favors the crediting of service as Army field clerks 
and field clerks, Quartermaster Corps for retired pay purposes under 
the provisions of title ITI of the Army and Air Force Vitalization and 
Retirement Equalization Act of 1948. Furthermore, the Department 
of the Army believes that provision should be made in title III of 
this same law for crediting warrant officers granted retired pay there- 
under with active Federal service for all classified field service as an 
Army headquarters clerk or as a clerk of the Army Quartermaster 
Corps under laws in effect prior to August 29, 1916. Such action 
would provide equal treatment for warrant officers retired under this 
act as was granted in the act of April 27, 1926, and is proposed in 
amendments to the Career Compensation Act of 1949, now being 
considered in the Department of Defense. 

It is recommended that H. R. 5516 be revised to read as indicated 
in the proposed substitute draft enclosed herewith. ‘This action is 
considered necessary in view of the fact that it is doubtful that the 
bill as presently written would accomplish its purpose. Furthermore, 
the bill, as now drafted, does not provide for crediting warrant officers 
with classified field service as an Army headquarters clerk or as a clerk 
of the Army Quartermaster Corps under laws in effect prior to August 
9, 1916. 
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The cost of this proposed legislation has not been determined but 
is estimated to be very minor. The number of persons who are now 
retired or who may in the future be retired under the provisions of 
title III of the Army and Air Force Vitalization and Retirement Equal- 
ization Act of 1948 and who had service as an Army field clerk or field 
clerk, Quartermaster Corps, or classified field service as an Army 
headquarters clerk or as a clerk of the Army Quartermaster Corps 
under laws in effect prior to August 29, 1916, is unknown. ‘To deter- 
mine the number of such individuals affected, or the amount of service 
involved, would require the screening of thousands of individual 
records—the cost of which could possibly exceed the amount of the 
increased retired pay which would result from enactment of this bill.” 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report to the Congress. 

Sincerely yours, 
WILBER M. BRUCKER, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows: new matter printed in italics, existing law in which no 
change is proposed is shown in roman. 


Sec. 302. (a) Any person who, upon attaining or having 


attained the age of sixty years, has performed satisfactory 
Federal service as defined in this section in the status of a 
commissioned officer, warrant officer, flight officer, Army field 
clerk, field clerk, Quartermaster Corps, or enlisted person in 
the Army of the United States or the Air Force of the 
United States, including the respective reserve components 
thereof, and also including the federally recognized National 
Guard prior to 1933, the United States Navy including the 
reserve components thereof, the United States Marine Corps, 
including the reserve components thereof, or the United 
States Coast Guard, including the reserve components 
thereof, and has completed an aggregate of twenty or more 
years of such satisfactory service in any or all of the afore- 
said services, shall, upon application therefor, be granted 
retired pay: Provided, That for the purposes of this section 
the last eight years of qualifying service for retirement under 
this title must have been service as a member of a reserve 
component except that any member of a reserve component 
of the Air Force of the United States shall be entitled to 
include service as a member of a reserve component of the 
Army of the United States performed on or prior to July 26, 
1949: Provided further, That for the purposes of this sub- 
section, simultaneous service as a member of a reserve 
component and as a member of the Regular Army, Navy, 
Air Force, or Marine Corps, shall not be deemed to be 
service in a reserve component: Provided further, That no 
person who was a member of a reserve component on or 
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before August 15, 1945, shall be eligible for retirement 
benefits under this title unless he performed attive Federal 
service during any portion of either of the two periods 
beginning April 6, 1917, and ending November 11, 1918, and 
beginning September 9, 1940, and ending December 31, 1946. 
And provided further, That for the purposes of this section, all 
periods of classified field service as an Army headquarters clerk 
or as a clerk of the Army Quartermaster Corps under laws in 
effect prior to August 29, 1916, shall, in the case of warrant 
officers, be considered as satisfactory Federal service performed 
an the status of a warrant officer. 
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PROVIDING FOR THE DISPOSITION OF MONEYS ARISING 
FROM DEDUCTIONS MADE FROM CARRIERS 


May 31 (legislative day, May 24), 1956.—Ordered to be printed 


Mr. Durr, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany Н. К. 8102] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 8102) to provide for the disposition of moneys arising from 
deductions made from carriers on account of the loss of or damage to 
military or naval material in transit, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to provide a uniform procedure among the 
three military departments regarding the handling of moneys re- 
covered from eommon carriers because of loss or damage to military 
or naval material in transit. 


BACKGROUND 


The provision of law governing the disposition of amounts re- 
covered by the Department of the Army and the Department of the 
Air Force from common carriers as a result of the loss or damage of 
military material in transit (38 Stat. 840; 10 U.S. C. 1289) provides 
in pertinent part as follows: 


* * * moneys arising from deductions made from carriers 
on account of the loss of or damage to military stores in tran- 
sit shall be credited to the proper appropriation or funds out 
of which such or similar stores shall be replaced * * *. 


Since this provision is not expressly applicable to the Department 
4 of the Navy, decisions of the Comptroller General of the United 
i States interpreting the provisions of sections 3617 and 3618 of the 
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Revised Statutes (31 U. С. 484, 487) require that amounts re- 
covered by the Navy се common carriers arising out of loss or 
damage to naval material in transit be covered into ‘the Treasury as 
miscellaneous receipts. 









WHAT THE BILL DOES 











The bill would repeal the provision of law now applicable only to 
the Army and the Air Force and would enact a new provision, appli- 
cable to all three military departments, authorizing the crediting of 
amounts recovered from carriers to the proper appropriation account 
or fund from which the lost or damaged material could be replaced 

without further congressional action. 

Enactment of the bill would permit the full accomplishment of the 
purposes for which the applicable appropriation was initially approved 
and would eliminate the need for annual consideration of the Navy’s 

и) loss and damage experience for the purpose of granting additional 

A appropriations. 











COST DATA 







Enactment of the bill should not result in any increase in the cost 
of operating the Department of Defense. 
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i The bill is a part of the legislative program of the Department of 
Soe Defense as is ev idenced by the letter from the Sec retary of the Navy, 
on dated August 2, 1955, that is printed below and hereby made a part 
Raced . 

oo of this report. 
ae 
6 DEPARTMENT OF THE Navy, 

м OFFICE OF THE SECRETARY, 

Washington, D. C., August 2, 1956. 

“а + 
> The PRESIDENT OF THE SENATE, 
fs United States Senate, Washington, D. C. 
kaj My Dear Mr. Presipent: There is forwarded herewith a draft of 
с legislation to provide for the disposition of moneys arising from deduc- 
ee tions made from carriers on account of the loss of or damage to 
-9 military or naval material in transit, and for other purposes. 






This proposal is a part of the Department of Defense legislative 
rogram for 1955, а. the Bureau of the Budget bas advised that it 
as no objection to its submission to the Congress. The Department 

of the Navy has been designated as the representative of the Depart- 

ment of Defense for this legislation. It is recommended that this 
proposal be enacted by the Congress. 

















PURPOSE OF THE LEGISLATION 








The purpose of this proposed legislation is to provide uniform pro- 
cedures among the three military departments with respect to the 
disposition of amounts recovered from common carriers incident to 
the loss of or damage to military or naval material in transit. The 
procedure in the Department of the Navy, based upon decisions of the 
Comptroller General of the United States interpreting the provisions 
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of sections 3617 and 3618 of the Revised Statutes (31 U. S. C. 484, 
487), requires that such amounts be covered into the Treasury as 
miscellaneous receipts. The Department of the Army and the Depart- 
ment of the Air Force, on the other hand, may use the amounts so 
recovered for replacement of material lost or damaged in transit. 
The statutory basis for the procedures employed by the Army and 
Air Force is contained in the act of March 2, 1905 (33 Stat. 840; 
10 U. S. C. 1289) which reads in part as follows: 

“* * * moneys arising from deductions made from carriers on ac- 
count of the loss of or damage to military stores in transit shall be 
credited to the proper appropriation or funds out of which such or 
similar stores shall be replaced. * * *” 

It is believed that the procedures employed by the Departments of 
the Army and the Air Force represent a more realistic approach to 
the problem of replacing lost or damaged stores than does the pro- 
cedure presently required of the Navy. Enactment of this proposed 
legislation would make the procedures uniform within the thilitary 
departments. In addition, it would allow the full accomplishment 
of the purposes for which an appropriation was budgeted by permitting 
moneys recovered from losses in transit to be reused for the replace- 
ment of such lost or damaged stores. Thus the need for annual con- 
sideration of the Navy’s loss and damage experience for the purpose 
of requesting additional appropriations from the Congress would be 
eliminated. 

COST AND BUDGET DATA 


Enactment of this proposed legislation would result in no increase 


in the budgetary requirements of the Department of Defense. 
Sincerely yours, 


C. S. THOMAS. 
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DISPOSITION OF MONEYS FROM CARRIERS 


CHANGES IN Existinc Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed in parallel columns the text of 
provisions of existing law which would be repealed or amended by the 


various provisions of the bill. 
EXISTING LAW 


Act of March 2, 1905 
(33 Stat. 840) 


Seventh paragraph under the 
heading “Ordnance Department”. 
* ж ж ж ж 

Hereafter moneys arising from 
deductions made from carriers on 
account of the loss of or damage to 
military stores in transit shall be 
credited to the proper appropria- 
tion or funds out of which such or 
similar stores shall be replaced and 
individual pieces of United States 
armament which are not needed 
on account of historical value, 
and can be advantageously re- 
placed, may be sold at a price not 
less than their cost price, when 
there exist for such sale senti- 
mental reasons adequate in the 
judgment of the Secretary of War 
or Secretary of the Navy. 


THE BILL 


That moneys arising from de- 
ductions made from carriers on 
account of the loss of or damage to 
military or naval material in 
transit for account of the Depart- 
ments of the Army, Navy, or Air 
Force shall be credited to the 
proper appropriation, account, or 
fund out of which such or similar 
material may be replaced. 

Sec. 2. The seventh paragraph 
under the heading “Ordnance De- 
partment” of the Act of March 2, 
1905 (33 Stat. 840), is amended 
by deleting therefrom the words 
“moneys arising from deductions 
made from carriers on account of 
the loss of or damage to military 
stores in transit shall be credited 
to the proper appropriation or 
funds of which such or similar 
stores shall be replaced and”. 
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84TH CONGRESS SENATE REPORT 
2d Session No. 2091 


AMENDING CAREER COMPENSATION ACT OF 1949, AS 
AMENDED, IN RELATION TO REFUND OR REENLIST- 
MENT BONUSES 


May 31 (legislative day, May 24), 1956.—Ordered to be printed 


Mr. Durr, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 8693] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 8693) to amend the Career Compensation Act of 1949, as 
amended, in relation to the refund of reenlistment bonuses, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill proposes to eliminate a troublesome computation that the 
law now requires disbursing officers to make when an enlisted member 
of the Armed Forces is required to refund an unearned recnlistment 
bonus because the member does not complete the term of enlistment 
for which the bonus was paid. 


BACKGROUND 


The fourth proviso of secticn 207 (a) of the Career Compensation 
Act of 1949, as amended, provides that any person to whom a reenlist- 
ment bonus is paid, and who voluntarily, or as a result of his own mis- 
conduct, does not complete the term of enlistment for which the bonus 
was paid, shall be liable to refund such part of the bonus as the unex- 
pired part of the enlistment bears to the total enlistment period for 
which the bonus was paid, “less any amount paid in Federal or State 
income taxes on such refundable part.” ‘To comply with this require- 
ment in connection with the collection of unearned reenlistment 
bonuses, disbursing officers would have to secure a copy of the tax 
return of the member concerned and then recompute his taxes to deter- 
mine how much was attributable to the refundable amount. Evidence 
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would also be required that the taxes had been paid. Even after these 
steps had been taken, there would be no assurance that the original 
returns would not be amended or that the Internal Revenue Service 
would not make an adjustment of the tax in the future. 

As a result of such complications, the Department of Defense has 
instructed disbursing officers encountering this problem to collect the 
full amount of the refundable part of the bonus without making any 
deductions for amounts attributable to taxes, and to furnish the mem- 
ber concerned with a certificate showing the full amount collected. 
This certificate then serves as the basis for a tax refund claim, if this 
action is appropriate. 


WHAT THE BILL DOES 


The bill would repeal the words “‘less any amount paid in Federal 
or State income taxes on sueh refundable part’’ as they now appear in 
the fourth proviso of section 207 (a) of the Career Compensation Act of 
1949, as amended. This repeal would affirm the practice that is now 
being followed and would conform to another section of the Career 
Compensation Act relating to reenlistment bonuses, section 208, 
which does not contain the phrase “less any amount paid from Federal 
or State income taxes on such refundable part.” 

A majority of the reenlistments now being entered into are made 
under section 208 of the Career Compensation Act, so that the number 
of persons affected by this bill should not be large. Approval of the 
measure should not result in any substantial hardship, since any taxes 
paid on the refundable part of the bonus ought to be recoverable 


promptly from the Internal Revenue Service by the member concerned. 


COST DATA 


Enactment of the bill should not result in any increased cost to the 
Department of Defense. 


DEPARTMENTAL RECOMMENDATION 


This bill is a part of the legislative program of the Department of 
Defense, as is evidenced by the letter from the Secretary of the Navy, 
dated January 12, 1956, that is printed below and hereby made a part 
of this report. 

DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 12, 1956. 
THE PRESIDENT OF THE SENATE, 
United States Senate, Washington 25, D. C. 

My Dear Mr. Presipent: There is enclosed a draft of legislation, 
to amend the Career Compensation Act of 1949, as amended, in 
relation to the refund of reenlistment bonuses. 

This proposal is a part of the Department of Defense legislative 
program for 1956 and the Bureau of the Budget has advised that there 
is no objection to the presentation of this proposal for the consideration 
of the Congress. The Department of the Navy has been designated 
as the representative of the Department of Defense for this legislation. 
It is recommended that this proposal be enacted by the Congress. 
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PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to amend the fourth 
proviso of section 207 (a) of the Career Compensation Act of 1949, 
as amended (c. 580, 65 Stat. 654, 37 U.S. C. 238 (a)), to require service- 
men to refund unearned reenlistment bonuses without deducting 
therefrom any Federal or State income taxes paid thereon. 

The fourth proviso of section 207 (a) of the Career Compensation 
Act of 1949, as amended, provides that any person to whom a reenlist- 
ment bonus is paid, and who voluntarily or as a result of his own 
misconduct, does not complete the term of enlistment for which the 
bonus was paid, shall be liable to refund such part of such bonus as the 
unexpired part of such enlistment bears to the total enlistment period 
for which such bonus was paid, “less any amount paid in Federal or 
State income taxes on such refundable part.” 

In order to accomplish the requirement of the above-quoted portion 
of the fourth proviso, disbursing officers would in every case have to 
obtain a copy of the enlisted man’s income-tax return, make a recom- 
putation of his taxes to determine how much was attributable to the 
refundable amount, and then require evidence that taxes have been 
paid. Even then, the disbursing officer would have no assurance that 
the original returns were not or would not be amended, or that the 
Bureau of Internal Revenue would not make a future adjustment of 
the tax. The present law, therefore, imposes an unworkable require- 
ment on disbursing officers. Furthermore, it may work an unjust 
and inequitable hardship on the enlisted man in that he will not be 
allowed credit for taxes paid if he cannot produce the proper evidence 
of computation and payment. More often than not, copies of returns 
are not retained by individuals for long periods of time, if at all. If 
the copies of the returns could not be found, it would be necessary for 
the individuals to obtain them from the tax authorities, thereby 
creating additional administrative burden and expense. 

In view of the above, it has been found necessary to instruct dis- 
bursing officers faced with this problem to check the enlisted man’s 
pay account for the full amount of the refundable part of the bonus, 
without deducting therefrom any amounts paid for Federal and State 
income taxes, and to furnish the serviceman with a certificate or 
statement showing the full amount checked which he may use to 
claim his tax refund, if any. No part of the refunded bonus is de- 
ducted by the disbursing officer from the taxable pay of the member 
reported for the year in which the refund is made. 

The proposed amendment to section 207 (a) of the Career Com- 
pensation Act would bring that section into conformity with the 
provisions of section 208 of the Career Compensation Act which was 
added by section 2 of the Act of July 16, 1954 (68 Stat. 488; 37 U.S.C. 
239). Section 208 requires the repayment of a reenlistment bonus 
under the same conditions as section 207 (a), but does not contain the 
phrase “less any amount paid from Federal or State income taxes on 
such refundable part’. Thus the enlisted man concerned would be 
required to refund the entire part of the reenlistment bonus to which 
he was not entitled, without regard to the Federal or State income 
taxes which he paid on that part. Administrative regulations would 
provide, as they do now, for a certificate of refund to be issued to 
the individual concerned, and the individual could make his own tax 
adjustment with either the Federal or State tax authorities. 








AMENDING CAREER COMPENSATION ACT OF 1949 
COST AND BUDGET DATA 


Enactment of the proposed legislation would cause no increase in the 
budgetary requirements for the Department of Defense. 
Sincerely yours, 
Tuomas S. Gates, Jr., 
Under Secretary of the Navy. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, there is printed below the text of the existing statute 
with the amendment provided by the bill indicated by enclosing in 
brackets the language to be deleted. 


CAREER COMPENSATION ACT OF 1949, as AMENDED 
* ж * » » * ж 


Sec. 207. (a) Members of the uniformed services who enlist under 
the conditions set forth in subsection (b) of this section within three 
months from the date of their discharge or separation, or within such 
lesser period of time as the Secretary concerned may determine from 
time to time, shall be paid a lump-sum reenlistment bonus of $40, 
$90, $160, $250, or $360 upon enlistment for a period of two- three, 
four, five, or six years, respectively; and, upon enlistment for an un- 
specified period of time amounting to more than six years a lump sum 
reenlistment bonus of $360 shall be paid, and, upon the completion of 
six years’ enlisted service in such enlistment, for each year thereafter 
a lump sum payment of $60 shall be made in advance, subject to the 
limitation that the total amount paid shall not exceed $1,440: Pro- 
vided, That persons in an enlistment for an unspecified period of time, 
entered into prior to October 1, 1949, shall be paid $110 upon the first 
anniversary date of such enlistment subsequent to September 30, 
1949, and $60 upon each anniversary date thereafter, subject to the 
limitations that the total amount paid after October 1, 1949, shall not 
exceed $1,440: Provided further, That no payment shall be made for 
any period subsequent to the completion of thirty years’ service. No 
reenlistment bonus shall be paid for more than four enlistments entered 
into after the effective date of this section: Provided further, That the 
bonus to be paid in the case of a person reenlisting for a period which 
would extend the length of his active Federal service beyond thirty 
years shall be computed as if said reenlistment were for the minimum 
number of years necessary to permit such persons to complete thirty 
years’ active Federal service: And provided further, That after the 
enactment of this amendment and under such regulations as may be 
approved by the Secretary of Defense or the Secretary of the Treasury 
with respect to Coast Guard personnel any person to whom a reenlist- 
ment bonus is paid as herein provided, and who voluntarily or as the 
result of his own misconduct, does not complete the term of enlistment 
for which the bonus was paid, shall be liable to refund such part of 
such bonus as the unexpired part of such enlistment bears to the total 
enlistment period for which such bonus was paid г. less any amount 
paid in Federal or State income taxes on such refudable part]. 
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84TH CONGRESS SENATE REPORT 
2d Session ] №. 2092 


PROVIDING FOR THE RELIEF OF CERTAIN MEMBERS OF 
THE UNIFORMED SERVICES WITH REGARD TO 
REENLISTMENT BONUSES 


May 31 (legislative day, May 24), 1956.—Ordered to be printed 


Mr. Durr, from the Committee on Armed Services, submitted the 
following 


REPORT 


[То accompany H. R. 8922] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 8922) to provide for the relief of certain members of the 
uniformed services, having considered the same, report favorably 
thereon without amendment and recommend thatthe bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to validate certain reenlistment bonuses 

aid in accordance with the interpretation of the Department of 

efense of the act of July 16, 1954 (68 Stat. 488), the payments of 
which have been declared invalid by a decision of the Assistant 
Comptroller General. 


EXPLANATORY BACKGROUND 


The erroneous payments that would be validated by this bill turn 
on the history of reenlistment bonuses. Prior to the Career Compen- 
sation Act of 1949, members reenlisting received an enlistment allow- 
ance computed on the basis of past service, that is, the number of 
years served by a member in his prior enlistment. The basic concept 
of an enlistment allowance was changed by the Career Compensation 
Act, which provides in section 207 thereof for a reenlistment bonus 
based on future service, that is, the number of years for which the 
member reenlists. ‘The Career Compensation Act also had a savings 
provision that members who reenlisted within 3 months after dis- 
charge from an enlistment entered into prior to the effective date of the 
Career Compensation Act, October 1, 1949, would be entitled to 
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receive either (1) the enlistment allowance in effect prior to October 1, 
1949, or (2) the reenlistment bonus authorized under the Career 
Compensation Act, whichever was greater. Department of Defense 
regulations provided that enlisted members entitled to the benefit of 
the savings provision would get the greater amount, without any elec- 
tion on their part. 

The act of July 16, 1954, provided an alternative system of reen- 
listment bonuses, with a relatively large bonus for first enlistments 
and decreasing bonuses for the second, third, and fourth reenlistments. 
The 1954 act also provided that any reenlistment when a bonus was 
not authorized would not be counted in determining whether the new 
reenlistment was the first, second, third, or fourth enlistment. In 
decision B-121690, dated March 30, 1955, the Comptroller General 
ruled that those persons who had the benefit of the savings provision 
mentioned above, under which they received an enlistment allowance 
as distinguished from a reenlistment bonus because the former was 
larger, had nonetheless reenlisted “when a bonus was authorized.”’ 
Consequently, a reenlistment after the 1954 act for these members 
was treated by the Comptroller as a second, third, or fourth reenlist- 
ment rather than the first, second, or third one, with the result that 
the members received more bonus than they were entitled to under a 
strict construction of the law. 


WHAT THE BILL DOES 


The bill would validate the payment of reenlistment bonuses made 
under the circumstances outlined above, and it would authorize the 
repayment of amounts previously refunded by the members involved. 
The problem should not recur because the departments are abiding by 
the Comptroller’s decision and the payments involved were made 
prior to March 30, 1955, the date of the decision. 


2 
ee 
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REASONS FOR APPROVAL 


The persons who received the overpayments that would be validated 
by this bill did so in good faith and in accordance with regulations 
approved by the Department of Defense. The amount of reenlistment 
bonus for which a person is eligible is an important consideration in his 
decision whether to reenlist or to return to civilian life. It is entirely 

ossible that some of the persons who received these payments would 

ave elected to return to civilian life, rather than to reenlist, had they 

known that their apparent entitlement to the larger payments was 
\ erroneous and would later be invalidated. 
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COST DATA 


As of May 28, 1956, the number of payments involved is 18,365, 
with the aggregate amount of overpayment being $6,235,352.39. 
These figures are somewhat larger than those used in the depart- 
mental letter transmitting the draft of. this legislation. The differ- 
ence derives from the fact that at the time of the Department’s 
transmittal, complete audits of all the accounts involved had not 
then been made. 
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DEPARTMENTAL RECOMMENDATIONS 


This bill is a part of the legislative program of the Department of 
Defense as is evidenced by the letter from the then Secretary of the 
Air Force, dated July 13, 1955, that is printed below and hereby made 
a part of this report. 

A letter from the Comptroller General, dated May 29, 1956, indi- 
cating that the General Accounting Office does not object to the 
enactment of the bill is also printed below and made a part of this 
report, 


DEPARTMENT OF THE Arr Force, 
OFFICE OF THE SECRETARY, 
Washington, July 13, 1956. 
Hon. Ricwarp M. Nrxon, 
President of the Senate. 

Dear Mr. Presipent: There is forwarded herewith a draft of 
legislation to provide for the relief of certain members of the uni- 
formed services. 

This proposal is a part of the Department of Defense legislative 
program for 1955, and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the 
consideration of the Congress. It is recommended that this proposal 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to validate certain re- 
enlistment bonuses paid in accordance witn the interpretation of the 
Department of Defense of the act of July 16, 1954 (68 Stat. 488), 
which payments have since been declared invalid by a decision of the 
Assistant Comptroller General. 

Prior to October 1, 1949, the effective date of the Career Compensa- 
tion Act of 1949 (63 Stat. 802), an enlistment allowance was authorized 
for persons who reenlisted in the uniformed services. Such allowance 
was computed on the basis of past service, that is, the number of years 
served by the member in his prior enlistment. Under the Career 
Compensation Act. of 1949, supra, persons who reenlisted on or after 
October 1, 1949, were authorized to be paid a reenlistment bonus, 
based on future service, that is, the number of years for which the 
member reenlisted. However, section 207 (d) of the act contains a 
savings provision which provides that members who reenlist within 3 
months after being discharged from an enlistment entered into prior to 
October 1, 1949, and certain commissioned and warrant officers who 
reenlist within 3 months after being released from active duty, shall 
be entitled to receive either (1) ба allowance in the amount 
and under the provisions of law in effect immediately prior to October 
1, 1949, or (2) the reenlistment bonus in the amount and under the 
provisions of this section, whichever is the greater amount. It 
generally has been considered by the Department of Defense that 
prior to enactment of the act of July 16, 1954 (68 Stat. 488), enlisted 
members entitled to the benefit of the savings provision in section 207 
(d) of the Career Compensation Act had no right of election but were 
required to accept the allowance or the bonus, whichever amount was 
greater. 
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In a decision of March 30, 1955, B-121690, the Assistant Comptrol- 
ler General held that under section 208 of the Career Compensation 
Act of 1949, a new provision which was added by the act of July 16, 
1954, supra, which provides for a relatively large reenlistment bonus 
for a member’s first reenlistment, with substantially decreasing 
reenlistment bonus payments for the second, third and subsequent 
reenlistments the phrase “when a bonus was not authorized” can have 
a reasonably sensible application only if interpreted as having general 
reference to the time (prior to October 1, 1949) when there was no 
statutory authority for payment, in any case, of an item termed a 
“reenlistment bonus.” However, in the case of members who were 
required to accept an enlistment allowance under the savings provision 
ofgsection 207 (d), the Department of Defense considered that ‘a 
bonus was not authorized” for such members. 

As stated above, under the law prior to July 16, 1954, certain mem- 
bers were entitled to a reenlistment bonus, others to a reenlistment 
allowance. The Department of Defense in determining whether it 
was & first, second, third, or fourth enlistment, did not include enlist- 
ments for which an enlistment allowance was paid, irrespective of 
whether paid prior or subsequent to October 1, 1949. The effect of 
the Comptroller General decision is to consider any enlistment allow- 
ance paid after October 1, 1949, as a reenlistment bonus. 

Individuals who reenlisted after enactment of the act of July 16, 
1954, supre, and prior to the March 30, 1955, decision of the Assistant 
Comptroller General of the United States, did so in good faith based 
upon uniform regulations of the Department of Defense. The amount 
of the reenlistment bonus is a consideration in affecting the decision 
of the individual to return to civilian life or to reenlist and continue 
his military career. The concept of a greater bonus for a longer term 
of enlistment is intended to encourage the individual to continue his 
service under long-term enlistments. 

It would be a serious morale factor to these individuals and their 
families to require them now to repay part of the bonus paid them at 
the time of their reenlistment. 
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COST AND BUDGET DATA 
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This proposal would cause no increase in current budgetary require- 
ments of the Department of Defense. Payments have been made to 
approximately 12,081 members in the approximate amount of 
$3,485,752. This proposal would not authorize payment to any 
members who have not heretofore been paid; however, it would 
authorize the repayment to those members who have been required 
to make a refund of payments made during the period involved. 
Accordingly, under section 3 of the proposed legislation, payments to 
those members will be absorbed in appropriations available to the 
military departments concerned for pay and allowances of military 
personnel. In view of the fact that few, if any, payments have been 
refunded by the members, the amount required for repayment: will 
be insignificant. 

Sincerely yours, 
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Harod E. TALBOTT. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 29, 1956. 
Hon. Rıcuard B. RUSSELL, 
Chairman, Committee on Armed Services, 


United States Senate, Washington, D. C. 


Dear Mr. CuarrmMan: Your letter of May 26, 1956, requests our 
comments on the bill (H. R. 8922) for the relief of certain members of 
the uniformed services. 

H. R. 8922 would validate all payments of reenlistment bonuses 
which have been made under the provisions of section 208 of the 
Career Compensation Act of 1949, as added by section 2 of the act of 
July 16, 1954 (68 Stat. 488) to the extent that such bonuses were 
computed on the basis that reenlistments entered into by the member 
concerned subsequent to September 30, 1949, for which he did not 
receive a reenlistment bonus under section 207 of the Career Compen- 
sation Act were not counted in determining the reenlistment involved. 
It would further provide that any member who has made repayment 
to the United States of any amount so paid to him as a reenlistment 
bonus would be entitled to a refund of the amount repaid. 

Section 208 of the Career Compensation Act contains a table which 
provides for a relatively large reenlistment bonus for a member’s first 
reenlistment, with a sharply decreasing scale of reenlistment bonus 
payments for subsequent reenlistments. A footnote to the table 
provides that, in determining the number of a reenlistment, “Any 
reenlistment when a bonus was not authorized is not counted.” 

In the issuance of regulations and instructions for the administra- 
tion of section 208, the Departments of the Army, Navy, and Air 
Force interpreted and applied the quoted footnote as excluding reen- 
listments entered into after October 1, 1949, for which no “reenlist- 
ment bonus,” as such, was paid but for which, in lieu of such bonus, 
there was paid (under the savings provision in sec. 207 (d) of the 
Career Compensation Act of 1949, 63 Stat. 812) a larger amount 
computed under laws in effect prior to October 1, 1949, authorizing 
an ‘enlistment allowance” rather than a reenlistment bonus. 

A “reenlistment bonus” first was authorized effective October 1, 
1949, by the Career Compensation Act and since the footnote says 
“when a bonus was not authorized,” we held in decision of March 30, 
1955 (34 Comp. Gen. 483), that the only reenlistments excluded by 
the footnote are those entered into prior to October 1, 1949, when there 
was no statutory provision for payment of any reenlistment bonus as 
such. While that holding was amplified, somewhat, in our decision 
of June 29, 1955 (34 Comp. Gen. 715), we adhered to the proposition 
of counting, as a reenlistment for the purposes of the table in section 
208, any reenlistment entered into after September 30, 1949, which 
was rewarded by an “enlistment allowance” in lieu of a “reenlistment 
bonus.” 

Prior to our decision of March 30, 1955, however, many members 
of the uniformed services had reenlisted and, on the basis of the de- 
partmental regulations and instructions, had been paid a greater re- 
enlistment bonus than they were entitled to receive. We understand 
that the greater reenlistment bonuses were accepted by the members 
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concerned in good faith in reliance on the regulations and that the 
amount of the bonus was a consideration affecting their decision to 
remain in the military service. 

In the circumstances, we are not required to object to the enactment 
of H. R. 8922. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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